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sustainable and inclusive economic growth by calling for a decade of joint action. In this paper, we
show how the action-oriented collaborative culture of complex and competitive economic ecosystems in
places outside the major population centers may generate significant positive external effects for society
and the environment at large. We illustrate this by means of two small case studies in Switzerland, a
country with a federal system that enables decentralized economic development. The first case study
investigates the economic ecosystem of the small town Monthey to show how productive migrants and
embedded multinational companies increase the knowledge and know how of local small and medium-
sized enterprises (SMEs). The successful collaboration of insiders and outsiders accounts for the internal
economic complexity that makes the region innovative and competitive. The second case study highlights
the importance of the federalist system by showing how the canton of Solothurn succeeded in nurturing
globally competitive export-oriented SMEs. We conclude that the success of these inclusive economic
ecosystems in unexpected places may only be understood in the specific geographical, historical and
political context, as well as the general openness of these regions toward entrepreneurial migrants and
global business. The importance of local social capital makes it hard to replicate such success stories.
Nevertheless, they indicate that the global knowledge economy may not just pose a threat, but also
offer great opportunities for productive regions beyond the major global high-tech clusters of economic
complexity.
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Abstract: The UN Sustainable Development Goals (SDGs) aim at harnessing economic complexity
for sustainable and inclusive economic growth by calling for a decade of joint action. In this paper, we
show how the action-oriented collaborative culture of complex and competitive economic ecosystems
in places outside the major population centers may generate significant positive external effects
for society and the environment at large. We illustrate this by means of two small case studies in
Switzerland, a country with a federal system that enables decentralized economic development.
The first case study investigates the economic ecosystem of the small town Monthey to show how
productive migrants and embedded multinational companies increase the knowledge and know-
how of local small and medium-sized enterprises (SMEs). The successful collaboration of insiders
and outsiders accounts for the internal economic complexity that makes the region innovative and
competitive. The second case study highlights the importance of the federalist system by showing
how the canton of Solothurn succeeded in nurturing globally competitive export-oriented SMEs. We
conclude that the success of these inclusive economic ecosystems in unexpected places may only
be understood in the specific geographical, historical and political context, as well as the general
openness of these regions toward entrepreneurial migrants and global business. The importance
of local social capital makes it hard to replicate such success stories. Nevertheless, they indicate
that the global knowledge economy may not just pose a threat, but also offer great opportunities for
productive regions beyond the major global high-tech clusters of economic complexity.
Keywords: decentralized economic complexity; Monthey; Solothurn; migration; global business;
innovation; economic ecosystems; knowledge economy
1. Introduction
The 21st century is likely to become known as the century of global urban expan-
sion. Poor people who aim to become more affluent do so by moving from areas with
few economic opportunities, mostly located in disconnected rural regions, to areas with
more economic opportunities, mostly found in growing and globally connected urban
ecosystems. This explains why roughly two-thirds of the 272 million international migrants
are estimated to be labor migrants [1]. In addition, almost 740 million internal migrants
move from mostly rural to urban areas [2]. The result is increased migration-induced urban
growth in high- and low-income countries alike [3,4]. The growing importance of studying
the process of urbanization from the perspective of economic migration is reflected in the
increased collaboration between the UN Habitat and the International Office for Migration.
Even though the UN Sustainable Development Goal (SDG) 11 on sustainable urbanization
does not directly address the fate of migrants in urban areas, the executive director of UN
Habitat, Maimunah Mohd Sharif, pointed out in the Mixed Migration Review published in
November 2020 that cities must create enabling environments for the social and economic
inclusion of migrants and displaced people [5].
In this paper, we look at the rare case where migrants actually move from poorly
connected large urban areas in low-income countries to highly connected small towns in
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rather rural areas in high-income countries. This is the case in the federalist system of
Switzerland where economic regions outside the major urban population centers reveal
an unexpectedly high degree of “internal” [6] economic complexity combined with an
advanced integration into global business networks. By comparing the economic ecosystem
of the town of Monthey, canton of Valais, in the French-speaking part of Switzerland,
with the economic ecosystem of the canton of Solothurn in the German-speaking part of
Switzerland, we illustrate the importance of the historical, institutional and geographical
context in which such diverse and complex economic ecosystems in the countryside emerge
and how they thrive through a constructive type of mutualism between local knowledge-
based and service-oriented small and medium-sized enterprises (SMEs) and the larger
export-oriented companies in the region, between local residents and international migrants
and between white and blue collar workers. They all share a common view on how to
keep their region attractive as a place where they work and live, despite the scarcity of
available resources (compared to the metropolitan growth centers). This view is shaped by
the necessity to always focus on your customer rather than yourself and to select partners
with complementary competences and skills that enable joint and effective action, be it for
a public purpose or a business purpose.
In both case studies, we also discuss the important role of entrepreneurial migrants
who successfully integrate into the local economy and community, but simultaneously keep
their links to their countries of origin, not just through remittances, but also as agents who
open access to new markets abroad and as investors who intend to eventually return [7].
We argue that the relative success in integrating migrants economically and socially outside
the major metropolitan centers may also be related to the Swiss dual education system that
provides many opportunities for migrants and their offspring to become familiar with and
adjust to the Swiss rules of doing things, and to explore economic opportunities within
the given set of institutional framework conditions. In this context, the pathway that is
used by the majority of immigrant offspring in Switzerland is vocational education and
training (VET), of which the most prominent type is apprenticeship. According to an OECD
report [8], it enables a school-to-work transition for immigrant offspring that has proved to
be of crucial importance, especially if the parents originate from lower-income countries.
At the same time, apprenticeship in Switzerland offers many career opportunities and the
income gap to professionals with an academic background is narrowing in view of the
shortage of highly qualified technicians and engineers [9].
The findings of these case studies prove that less urbanized regions outside the major
population centers can thrive in the global economy for different reasons, if they build
up their own global network. This should induce urban planners to question some of the
cherished urban theories such as Walter Christaller’s central-place theory [10] (published
in 1933) and the more recent theories derived from it, in which the economies of small
and medium-sized towns and communities are often framed as fringe locations within
conventional regional urban hierarchies [11,12].
The findings also confirm prior research on the underestimated importance of eco-
nomic ecosystems in small and medium-sized towns [13] and their ability to become global
economic players in particular markets [14]. Furthermore, they validate the argument that
migrants tend to have complementary skills and, therefore, rarely compete for the same jobs
with the local residents [15,16]. Finally, the case studies confirm the evolutionary character
of economic development and how it enables regions to build up unique know-how and
knowledge and become integrated into global value chains, while continuously building
up social and environmental resilience through internal economic complexity [17,18]. As
such, prospering complex economic ecosystems outside the major metropolitan growth
centers often turn out to perform above the national average [19], and the more inclusive
nature of such small and medium-sized town economies may contribute in a substantial
way to the United Nations Sustainable Development Goals (UN SDGs) in general, and to
SDG 8 (inclusive growth and decent work) in particular [20].
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2. Economic Complexity and Migration in Switzerland
As a high-income country in the heart of Europe, Switzerland is a popular destination
of economic migrants. Over the past decade, annual net migration to Switzerland has
ranged from 40,000 to 60,000 people who mostly originate from other European countries.
In 2020, Switzerland, a country with 8.5 million inhabitants, had a foreign population of
2.15 million (roughly 25% of the population) with 1.41 million originating from relatively
affluent European countries (EU, EFTA, UK) and 0.68 million from less affluent countries
in Europe and beyond (see Table 1).
Table 1. Foreign Resident Population in Switzerland by Nationality and Region of Origin as of 31 December 2020 (Source:
Swiss Federal Office of Statistics).
Region of Origin
Foreigners in Switzerland
Total Foreign Resident Population Permanent Residence Permit (C)
Total Women Men Total Women Men
Total 2,151,854 1,017,183 1,134,671 1,394,398 653,214 741,184
EU/EFTA/UK 1,470,945 664,043 806,902 981,662 444,892 536,770
Third countries 680,909 353,140 327,769 412,736 208,322 204,414
Eastern Europe (non EU) 365,614 184,874 180,740 284,578 139,391 145,187
Africa 91,754 43,318 48,436 37,940 17,224 20,716
American Continent 78,898 47,138 31,760 35,711 21,549 14,162
Asia 138,972 75,221 63,751 52,512 29,308 23,204
Top 10 immigrant countries in Europe
Germany 311,481 140,283 171,198 218,486 98,926 119,560
Italy 328,270 138,892 189,378 252,393 107,931 144,462
Portugal 260,921 117,025 143,896 205,561 92,689 112,872
France 146,367 66,243 80,124 86,923 40,014 46,909
Kosovo 114,682 55,916 58,766 92,685 44,590 48,095
Spain 87,219 40,117 47,102 61,904 27,981 33,923
North Macedonia 67,567 34,262 33,305 54,262 26,321 27,941
Turkey 67,083 31,608 35,475 53,478 25,159 28,319
Serbia 59,657 30,030 29,627 49,217 24,300 24,917
Austria 44,537 20,935 23,602 317 88 229
Top 10 immigrant countries outside Europe
Eritrea 30,860 13,771 17,089 8062 3248 4814
Sri Lanka 26,536 12,809 13,727 13,833 6756 7077
Brazil 21,927 15,333 6594 9863 7144 2719
USA 17,719 9069 8650 7113 3560 3553
China (Volksrepublik) 17,223 9754 7469 5081 3079 2002
India 15,207 6898 8309 5333 2308 3025
Syria 14,511 6588 7923 988 454 534
Thailand 9548 7775 1773 5305 4262 1043
Tunisia 7715 3250 4465 4623 1841 2782
Morocco 7602 4399 3203 4253 2441 1812
In this context, one would expect that the metropolitan area of the canton of Zurich
(the center of economic power in Switzerland) with a population of 1.53 million would
account for most of the wealth creation and absorb most of the international and inter-
cantonal migration. However, thanks to the federalist system in Switzerland that enables
cantons to keep their sovereign powers [21] and, with it, design their own economic
policies, the income gap between Zurich and the other cantons is relatively small, taking
into account the lower cost of living in the less urbanized regions [22,23]. The GDP per
capita in Switzerland is roughly USD $80,000, compared to around USD $90,000–$100,000
in the major metropolitan centers such as Zurich, Bern, Basel and Lake Geneva (see Zurich,
for example, in Table 2). The annual population growth rate of the country is 0.7 percent
Sustainability 2021, 13, 4181 4 of 18
(two-thirds of the growth can be attributed to international migration) compared to a
growth rate of 1.2 percent with international migration, also accounting for two-thirds of
the growth, in the canton of Zurich (see Table 3).
Table 2. Development of the GDP, population and GDP/capita in Switzerland and selected Cantons (Source: Swiss Federal
Office of Statistics).
Time Period from 2008 to 2018
Population development
2008 2010 2012 2014 2016 2018
Zurich 1,332,727 1,368,822 1,408,575 1,446,354 1,487,969 1,520,968
Solothurn 251,830 254,758 259,283 263,719 269,441 273,194
Wallis/Valais 303,241 311,985 321,732 331,763 339,176 343,955
Switzerland 7,701,856 7,864,012 8,039,060 8,237,666 8,419,550 8,544,527
GDP/capita
in Swiss Franc at current prices
2008 2010 2012 2014 2016 2018
Zurich 102,028 99,725 99,964 101,048 99,035 104,247
Solothurn 67,048 66,065 66,708 67,992 66,823 68,418
Wallis/Valais 53,775 55,203 54,230 53,864 53,969 56,422
Switzerland 80,201 80,026 80,728 81,676 81,411 84,219


















Surplus International Intercantonal Terms %
Switzerland 8,544,527 18,392 43,352 0 8,606,033 61,506 0.7
Zürich 1,520,968 5282 12,760 1815 1,539,275 18,307 1.2
Solothurn 273,194 281 1217 445 275,247 2053 0.8
Wallis (Valais) 343,955 240 670 1099 345,525 1570 0.5
In other words, growth in terms of population and income per capita in the major
population centers of Switzerland does not go at the expense of other, less affluent cantons,
most of which also experienced positive growth rates in terms of population and income
prior to the COVID-19 crisis. The economic crisis that hit Switzerland in 2020 due to
the pandemic proved especially serious in the large cities with a large service sector
(hotels, bars, restaurants, transport services, retail, cultural institutions, business travel,
entertainment, event management, etc.). Therefore, the economic impact of this external
shock did not affect small and medium-sized towns more negatively than large cities,
especially when they could rely on a resilient economic ecosystem [24].
It is therefore not surprising that Switzerland ranks relatively low in social inequality,
at least in terms of income distribution [23]. Its Gini Index (0.32 in 2017) [25] may be a little
bit higher than in Scandinavian countries (on average 0.27), but Switzerland’s percentage
of government spending on GDP is 32 percent, rather than around 50 percent, as it is
the case in Scandinavian countries [26]. As for the state of the environment, according to
the Yale Environmental Performance Index, Switzerland ranks number one in the overall
ranking, even though it is lagging behind in sustainable agriculture (42) and biodiversity
conservation (63) [27].
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At the same time, Switzerland ranks as the most globalized country and the most
innovative country in the world according to the KOF Globalization Index [28] and the
INSEAD Global Innovation Index [29], respectively. The country also ranks number
one in the IMD World Talent Ranking [30] and number three in the Atlas of Economic
Complexity [31].
Overall, these numbers strongly suggest that Switzerland is a good example to illus-
trate that a high degree of global economic integration does not necessarily increase social
inequality and environmental problems.
Switzerland’s historically grown internal economic complexity, its decentralized sys-
tem of governance and its high rates of migration may have crucially contributed to its
global economic competitiveness as well as its good performance in social and environmen-
tal terms. Even though recent empirical research on the impact of decentralized political
systems on social inequality has shown rather mixed results in countries such as the
USA [32], the Americas [33] and China [34], the degree of social inequality in the federal
system of Switzerland remains comparatively low [22]. However, since Switzerland has
not changed its federal system in any substantial form since its foundation in 1848, and its
economy was less affected by the two World Wars than in the rest of Europe, it is difficult
to investigate how social equality would have fared under different circumstances.
3. Sustainable Growth Outside the Major Urban Centers: The Examples of The
Economic Ecosystems of Monthey, Canton of Valais, and the Canton of Solothurn
The Swiss midlands, located between the northern Jura mountains and the southern
pre-Alpes, are often considered to be one large metropolitan region that stretches from
the Lake Geneva Region to the metropolitan region of Zurich. However, even though the
quality of infrastructure and public services as well as the general accessibility via public
transport is high across the region, the less urbanized areas may be considered disadvan-
taged, because they are located far away from the downtown areas of the metropolitan
regions. They lack the abundance of available resources found in the big cities and are
therefore often labeled as “provincial”. Nevertheless, these presumed provincial areas may
still have strong service and industrial sectors located around small towns that reveal a high
degree of internal economic complexity dominated by competitive and export-oriented
SMEs, which offer high-quality products and services to international customers with a
seat in the region and abroad. As such, they contribute to unique and resilient economic
ecosystems that have strong historical roots, but also an impressive ability to respond to
challenges through innovative entrepreneurship.
This description applies to the two economic ecosystems selected as case studies
in Switzerland: one is located in the canton of Solothurn in the northwestern German-
speaking part of the country. The other one is a small town called Monthey that belongs
to the canton of Valais, but is located close to the border of the canton of Vaud in the
French-speaking part of southwestern Switzerland (see Figure 1). The two case studies
have been selected to illustrate how local economic complexity in less urbanized regions
evolves in very different ways.
The economic ecosystem of the canton of Solothurn mostly consists of innovative
SMEs that supply high-tech intermediate products to several European key high-tech in-
dustries, but also export finished high-quality products, mostly in the field of watchmaking,
precision tools and medical technology.
The economic ecosystem of Monthey originally took advantage of the availability of
certain natural resources (e.g., water, brine, gypsum) to create energy-intensive industries
that contributed to the build-up of specialized knowledge and technical know-how in
different markets. This resulted in a broad and diversified stock of human capital that also
attracted long-term direct investments by large multinationals (e.g., Syngenta, Huntsman,
Giovanola, Fixit, Tamoil). Having these multinationals as customers helped local SMEs to
further develop their skills and to expand their activities far beyond their region.
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Figure 1. Location of the two economic ecosystems of “Monthey” and “S lothurn” on t is map.
Both regions are strongly dependent on high- and low-skilled migrants from Europe
and beyond.
Monthey’s population grew from a very small town of 8000 inhabitants in the 1960s
to a city of almost 18,000 in 2020. The share of foreigners in the city amounts to 32 percent
of the population (compared to the national average of 25 percent) [35].
In 2020, the canton of Solothurn had a population of 260,000 (compared to 200,000 in
the 1960s). While its share of foreigners is equal to the national average, the share of mi-
grants originating from outside the affluent European countries is 44 percent, much higher
than the average national share of 31 percent. This is mainly due to the comparatively
high share of migrants from the Balkans and Turkey [36]. The northern part of the canton
(Dornach) is an integral part of the metropolitan region of Basel. It is separated from the
southern part of the canton, where the majority of the population lives and works at the foot
of the Jura Mountains. The two districts “Lebern” and “Wasseramt” in the southwestern
part of the canton constitute the industrial core of the export-oriented economic ecosystem
of the canton [37]. Its global network manifests itself in its joint innovation research projects
with partners in Southern Germany, Massachusetts, New Jersey and California (USA), as
well as in its expanding business activities in East Asia [38].
Both examples illustrate how internal economic complexity evolved over time through
the interaction of the large urban centers with emerging industrial cities in the more rural
regions of Switzerland. These emerging industrial cities eventually created their own global
networks, which made Switzerland one of the most successful export-oriented economies
in the world.
Swiss economic regions outside the major growth centers are characterized by a high
degree of economic diversification with their own specific historical migration patterns
that contributed to economic growth through entrepreneurship and innovation.
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The historical roots of the economic structure in these regions go back to the time
before the foundation of the Swiss Federal State in 1848. Afterwards, the Federal State
mainly assumed a coordinating function to ease economic trade and exchange among the
Swiss cantons through the creation of a national currency and infrastructure.
4. Opportunity-Driven Service-Oriented SMEs in Monthey Become Drivers of
Green Growth
The city of Monthey is part of the region of Chablais, straddling the border of the
cantons of Vaud and Valais in southwestern Switzerland, where the river Rhone flows
into Lake Geneva. It is mainly known for its wine production. Prior to the creation of a
national railway system at the end of the 19th century, the Rhone river used to be one of
the most important trade routes. However, since the Rhone is the natural border between
the cantons of Valais and Vaud in the region, it also represented a major barrier of exchange
within the region of Chablais.
Prior to industrialization, the revenues outside agriculture originated primarily from
the production of salt found in the Bex mines, situated on the Vaudois side and about
six kilometers away from Monthey. During industrialization, the abundant availability
of creeks and rivers in the region made it attractive for entrepreneurs to rely on water to
power the emerging factories in different industries. A first milestone in the 19th century
was the creation of a national factory called “Helvetia Zuckerfabrik| (sugar factory) in
Monthey with the support of German investors. The technique, used to extract sugar from
sugar beets, was adopted from France [35].
The company was eventually liquidated by a banker from Lausanne in 1881 in order
to build a new company that took better advantage of the available natural resources. The
new factory made use of electrolysis of brine, a technique used to produce caustic soda,
chlorine, hydrogen and a whole range of basic products derived from these constituents. In
1904, the factory was taken over by “Basler Chemische Fabrik”, which focused its business
on the production of synthetic dyes (especially indigo blue) responding to a global demand
for colored textiles such as Jeans. After World War I, it became a major knowledge center
for applied organic chemistry, producing drugs and crop protection on a commercial basis.
After World War II, “Basler Chemische Fabrik” became CIBA-GEIGY, which was renamed
“Novartis” after the merger with the company Sandoz in 1996. In 2007, Syngenta, the
agrochemical company that emerged from the Novartis crop protection unit, took over
the site and invested an additional USD $150 million [39]. In view of the skills acquired
in the region in the field of manufacturing chemicals, Huntsman Advanced Materials,
another multinational chemical company with a focus on plastic resin and synthetic fiber
manufacturing, set up business in Monthey in 2006 [40]. It currently employs 350 people.
As a sign of commitment to the region, Syngenta and Huntsman joined forces in March
2020 to ramp up the production of disinfectants to ensure sufficient supply to local hospitals
and pharmacies without charge [41].
Since 1896, the region has also been producing plaster thanks to the natural availability
of gypsum found in the Bex mines. Nowadays, the company Fixit AG (part of the Fixit
Group) produces around 5500 tons of plaster every single week. It is also known for several
innovations, such as techniques that help simplify the use of gypsum and enable the
integration of insulation applications, leading to the so-called Gypsum façade insulation
system [42].
Giovanola was another important company founded in the 19th century that brought
a lot of knowledge and know-how to Monthey. Its founder, Joseph Giovanola, set up the
company in response to the growing demand for submarine manufacturing and pressure
pipe welding. However, it also started to produce gondolas and ski lifts, since the canton
of Valais became a major center for winter tourism at the end of the 19th century, fueled
by wealthy British tourists. The company created major innovations in the different
industries including the gravity clamp and rollercoaster construction technology. It was
run successfully until 2005 when it went bankrupt [43].
Sustainability 2021, 13, 4181 8 of 18
Finally, Monthey also became a major site for the refinery of petroleum. In the 1960s,
an oil pipeline was built from the port of Genova in Italy through the Valais Alpes reaching
Collombey/Monthey, where an oil refinery plant was set up in 1962 to supply Switzerland
with oil from Northern Africa. In 1990, the refinery was bought by the Libyan company
Tamoil, which invested substantially in the upgrade of the plant. The company provided
17 percent of petroleum-based products in Switzerland when it had to close its facilities in
2015, after 50 years of operation. More than 200 people lost their jobs [44].
The economic history of Monthey may sound like a history of industrial decline in
view of the loss of major industries in the past 20 years and the trend of the chemical
industry to move away from petrochemicals toward more bio-based products. However,
the economic ecosystem of Monthey is thriving, and the number of people working in the
region currently exceeds the number of residents in the city. Its share of migrants from
abroad has also increased continuously [45].
The economic success has a lot to do with the accumulation of knowledge and know-
how that local SMEs acquired by serving the large companies operating in town. These
SMEs became highly innovative in the search for tailor-made solutions for their customers.
Having limited resources in terms of finance, technology and human capital, local SMEs
could not afford to keep their employees underemployed. Instead, they continuously
invested in their skills and gave them more autonomy to solve problems on their own,
adapting to changes in customer base, standards and regulations by serving new markets
with different products [35].
One SME that exemplifies all these virtues is “Bühler Enterprises Monthey” (BEM) an
almost 40-year-old, family-owned business that has acquired knowledge and know-how in
the fields of energy transport, distribution, control and management, as well as process
automation. The company has 60 employees, of which 14 are apprentices. They serve
customers with a single point of contact that is capable of managing and coordinating
the various disciplines required from concept to realization. As such, the company is
able to offer a “made-to-measure” service in various areas of domestic and industrial
engineering including after-sale services. This business model is built upon the quality of
resilience, which enabled them to survive the loss of major customers such as Giovanola
and Tamoil (each of them generated more than 10 percent of BEM’s revenues at the time of
closure). In fact, each crisis seems to have made BEM more competitive in the long-run.
For example, when Tamoil ceased to produce, BEM reapplied its basic set of skills for the
installation of solar panels. In the meantime, the branch for renewable energy installations
generates more revenues than what the company previously earned when serving Tamoil.
In view of its outstanding performance and its ability to continuously generate customer-
oriented innovation in the field of renewable energy, BEM became a finalist for the Swiss
Family Business Award in 2018, especially in view of its contribution to green growth
in Switzerland. However, BEM stands for much more than that. The case demonstrates
that companies, which generate real value in Switzerland and provide the foundation for
thriving export-oriented local ecosystems in Switzerland, are found in unlikely and rather
unknown places. BEM may not directly export products, but the multinationals producing
in Monthey would have been unable to remain competitive in the global market without
the unique services, skills and reliable work of their local SME partners. They represent
the internal economic complexity of a regional economic ecosystem that heavily relies on
bonding and bridging social capital.
The bonding capital within the SME is strong because its employees identify strongly
with the purpose and family values of the company. The bridging social capital between
BEM and the multinationals, as well as other clients in the region, is largely based on BEM’s
reputation of being reliable. The company is known for delivering quality on time at a fair
price. Often, it may even know more about the details of the production facilities of the
local multinational than the managers who run the facilities. However, BEM would never
risk a breach of trust, because the relationship of the mice and elephants in the region is
based on mutualism [35]. One cannot thrive without the other. The same also applies with
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regard to the relationship between Swiss nationals and foreign migrants in Monthey. They
depend on each other, and this also creates a business climate of tolerance and mutual
respect.
5. The Historical Roots of the Economic Ecosystem of the Canton of Solothurn:
Export-Oriented SMEs as Drivers of Inclusive and Sustainable Economic Complexity
Unlike most countries in East Asia, Switzerland has no written innovation strategy,
its public investments in R&D are relatively modest and it is highly decentralized. These
conditions encourage the cantons, which have their own constitutions and tax regimes,
to play an active role in innovation policy, and most of all, to experiment with different
models of economic governance and innovation promotion. The canton of Solothurn
exemplifies the active role of cantons as promoters of innovation and foreign economic
relations with the purpose of serving the local economic ecosystem, which is dominated
by manufacturing companies that have become increasingly service-oriented. In view of
the manufacturing sector accounting for more 30 percent of the canton’s GDP (compared
to the Swiss average, which is below 25 percent) Solothurn may be called Switzerland’s
workbench. Over, 95 percent of the companies in the canton are SMEs, but one-third of
them are global players in their respective market [38]. These export-oriented SMEs are
well-organized in networks and also influence the economic policy of the canton, which is
characterized by a liberal bottom-up approach, even though the canton is not known for
being a tax haven in Switzerland [46].
From 1530 to 1792 the city of Solothurn was the seat of the French ambassador to
Switzerland and an important place for France to recruit mercenaries. Mercenaries who
succeeded abroad often returned as wealthy men to the canton and eventually became part
of the local nobility. Some of these nobility families started to invest their fortunes in the
early stage of industrialization in the build-up of infrastructure and iron foundries [47].
Especially after the repeal of the Edict of Nantes (granting religious tolerance) in 1685
by the French King Louis XIV, the French part of Switzerland benefited a great deal from the
migration of the skilled and entrepreneurial Huguenots, the Christian protestant minority
in France who felt more safe from religious persecution in the neighboring country. The
Huguenots were pioneers in the early production of timepieces. In view of the growing
demand for watches in the European aristocracy, the Huguenots helped make the western
part of Switzerland a global center of the watch industry.
The watch industry reached the canton of Solothurn only in the 19th century, when
watchmaking entrepreneurs moved from Neuchâtel to Grenchen, in the most western part
of the canton, to produce watch movements (Ebauches). The intense handwork production
of the watch movements enhanced the technical skills of the entire local population,
including farmers in the Jura mountains who spent their time in the winter season to
produce watch parts that were subsequently sold to movement producers. During the
early period of industrialization, global competition in watch-making started to become
stronger and forced the region to innovate, leading to the early adoption of modularization
techniques that made watch production more efficient and less prone to failure. In the 20th
century, Switzerland then became a leader in the global watch-making industry in process
as well as product innovation, with a considerable share of it originating in the region of
Grenchen [48].
With the emergence of quartz movements in the 1970s and the launch of the fash-
ionable, low-cost watch “Swatch” in the 1980s, the industry acquired additional skills in
fashion design, color printing on plastics, microelectronics (later applied to solar panel
production) and the development and production of micro-batteries. The developer of
the micro-battery of Swatch later set up his own family-owned company “Wyon AG” to
produce rechargeable batteries for medical devices. In the meantime, the company has
become the world market leader in the field, since its batteries can be recharged 5000 times
compared to 1000 times achieved by the closest competitor. The company is not just highly
profitable, but was also awarded several times for its environment and social sustainability
strategy and for the development of a scalable innovation that substantially contributes to
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the solution of the battery waste problem on the planet [49]. In other words, the company’s
scalable innovation does not merely generate profits, but also large, positive environmen-
tal externalities for society at large. However, these positive externalities resulting from
innovative entrepreneurship have so far been ignored in the sustainability debate, which is
largely focused on reducing the negative externalities of economic activities [50,51].
The knowledge and know-how acquired in the manufacturing, design and marketing
of watches and their components, combined with the early exposure to global competition
as well as the creation of a global network of business partners, prepared the groundwork
for a diversified and competitive manufacturing industry in the canton [52].
Many of the successful SMEs in the canton started as suppliers of watch parts and mea-
surement instruments for the large, local watch brands and manufacturers of movements
that competed on an international scale. However, when the Swiss watch industry went
through a profound crisis in the 1970s, many of these SMEs made use of their knowledge
and know-how to serve other industries with precision tools, measurement instruments
and high-quality intermediate products for the German car industry and other global high-
tech manufacturers [52]. In addition, the economic ecosystem shifted its set of industrial
competences from watch manufacturing to medical technology with SMEs, such as Yp-
somed, Mathys, and Synthes (now part of Johnson & Johnson), growing into global players
in growth markets including those of bone implants and medical delivery systems [38].
Over the past decade, most export-oriented SMEs invested substantially in digitalization
and automation to cope with high-labor cost and a strong Swiss Franc. It ensured that
the economic ecosystem remained competitive and growing through innovation [53]. In
2017, the multinational biotechnology company Biogen decided to invest more than USD
$1.5 billion in the economic region to build its next-generation biologic manufacturing
facility [54]. It is expected to create up to 600 new jobs with many positive economic
spillovers [55].
Despite its growth through innovation and its global network of business partners,
institutions of higher learning in the canton of Solothurn are focused on applied sciences.
Only 24 percent of the workforce have an academic degree from a university, compared to
the Swiss average of 30 percent; while 56 percent started with an apprenticeship, compared
to 47 percent on the national scale [38]. These numbers show, on the one hand, that the
share of the workforce with an academic degree does not reveal yet anything about the
global competitiveness of a region. On the other hand, the absence of a cantonal university
may render it more difficult to attract talents to work in the region and to create a start-up
culture, which is mostly associated with university spin-offs [56]. The economic ecosystem
of the canton of Solothurn, despite offering great infrastructure and extensive recreational
areas, also faces the challenge of retaining its skilled labor force in view of the attractive life
in the nearby metropolitan centers of Bern, Basel and Zurich [38].
6. Supporting Migrants in Their Endeavor to Upgrade Their Skills Out of Self-Interest
The difficulty to recruit qualified locals for high- and low-skilled jobs in the competitive
local industries is felt by most economic regions in the less urbanized areas of Switzerland.
As a result, the share of migrants is increasing in these places as much as in the major
population centers (see Table 3). Many of these migrants are highly skilled and assume
leading positions in the high-tech industry. However, the majority of migrants come from
low-income countries, and they are primarily equipped with good practical skills. Once
they master the German language, they often take advantage of the Swiss dual education
system or encourage their children to make use of it. It starts after secondary school with a
solid dual-track apprenticeship combining work in a company with a two-year education
in one of the vocational schools. Graduates then have the option to move to a university of
applied sciences [57,58]. This then qualifies them to take over local jobs and businesses that
are left vacant by former local residents who either have other job preferences or decide to
move elsewhere. Switzerland has also several institutions designed match the skills of job
seekers with the demands in government, industry and civil society [59]. The most popular
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careers of those who complete a vocational training and then graduate from a university of
applied sciences in Switzerland are in the fields of “economy and services”, “information
technology and engineering”, “health care” and “social work” [59].
In many cases, these migrants arrive from large cities in the Mediterranean regions
and the Balkans to eventually take over a village business that primary serves the location
population. This type of migration challenges the view of a one-way migratory flow from
rural to urban areas. Moving from a poor urban area to a more affluent rural area elsewhere
also has mutual advantages that go beyond the economic betterment of the respective
migrants. Many local residents are happy that migrants become local shopkeepers that
serve the local daily needs in the village. As economic players in the village, they also
tend to participate in the social and political life of the respective municipality and, as
such, positively contribute to the overall quality of life. In return, many migrants acquire
new skills in their rather rural host region, and, thanks to the moderate cost of living
(compared to the metropolitan regions of Switzerland), they are able to save money, which
they tend to reinvest in businesses back home [60]. This applies in particular to migrants
from Kosovo and Turkey, the third and fourth largest immigration communities in the
canton [35]. For example, a study indicated that the value of remittances and investments
from Swiss-based Kosovars, as well as their spending on family visits back home, probably
exceeds the value of Swiss foreign aid for Kosovo [61]. Moreover, their contribution to the
build-up of a local economic ecosystem in Kosovo through know-how transfer, investment
and valuable business networks is likely to contribute more to the reduction of poverty
and social inequality in the long run than all the publicly funded European aid programs
in the region [62].
7. How Thriving Economic Ecosystems in Less Urbanized Areas Challenge Urban
Planning Theory
The current public discourse on trends in urbanization still implies that economic
growth takes place in attractive large urban regions at the expense of more resource-
strapped rural regions [12,18,63–65]. In this context, many urban planners continue to
implicitly or explicitly endorse Christaller’s central-place theory [10], assuming that there
is a hierarchical distribution of settlements determined by the possible relations between
population distribution and the provision of central functions [66,67]. In Christaller’s
original regular triangular-hexagonal system [10], central functions are more likely to be
found in the large cities because they require a minimum number of customers, and the
interplay with the minor cities surrounding them is determined by the maximum distance
a consumer is willing to travel to obtain a central function. It is certainly true that central
functions are concentrated in large metropolitan areas, not just with regard to central
administrative units, but also the presence of major cultural, social, health and educational
institutions. A large metropolitan area is able to fund such institutions thanks to its high
tax returns, resulting not just from a sizeable income-tax-paying population, but also from
the taxes of large profitable companies in industry and finance, which tend to have their
headquarters in the city. All this may lead to the spatial accumulation of knowledge and
know-how, associated with the close proximity of world-class universities and high-tech
firms (measured in terms of historical patent data). As such, a growing concentration
of economic complexity in large cities may indeed result in growing social inequality,
reflecting the increasing gap between the central regions moving ahead and peripheral
regions left behind [64].
However, more recent research on economic life in settlements outside the metropoli-
tan areas challenges the assumption that innovative economic ecosystems that export
complex products with a low level of ubiquity are unlikely to emerge in places outside the
major metropolitan growth centers [13]. These places mostly thrive by adopting capabili-
ties that have been developed elsewhere. They do so through channels such as imitation,
immigration, cooperation and learning [68]. Nevertheless, they are able to produce scalable
innovation on their own, thanks to their embeddedness in global business networks and
value chains [69]. Moreover, the emergence of a digital platform economy generates virtual
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entrepreneurial ecosystems that are increasingly independent from location. This virtual
dimension may not be able to replace the physical dimension, but it can add value to the
economic ecosystem in less urbanized areas by enhancing their ability to connect to large
corporations, innovative high-growth firms, universities and microenterprises outside the
region [70]. Thus, there are many opportunities for peripheral economic regions with an
existing high degree of internal economic complexity and a good physical and digital in-
frastructure to become more connected and prosperous in the age of the global knowledge
economy.
8. Transactions of Decline Versus Economic Revival Through Entrepreneurship
The success stories of thriving economic ecosystems outside the large metropolitan
centers should not conceal the fact that many small and medium-sized towns in Europe
suffer from out-migration and economic decline [71,72].
For example, settlements outside metropolitan areas may fall into a trap of growing
dependence on the nearby population center because they are entangled in transactions of
decline, as Jane Jacobs called it [73]. They are largely the result of well-meaning regional
economic policies, designed to subsidize industries in rural areas that employ lots of people
but struggle to stay profitable. Such policies also aim at providing economic incentives for
companies located in the population centers to transplant some of their production facilities
into the provincial settlements. Even though such urban transplants make economic sense
because of the lower costs of land and labor and their ability to create new jobs, they often
prove to be too self-contained to interact productively with the local economic environment.
This may also explain why economic convergence between rural and urban regions in the
European Union tended to fail in those countries where rural regions benefited most from
government hand-outs and regional economic development policies over the past three
decades (i.e., Italy, Greece, Cyprus) [74].
In view of the many failures to revive urban economies outside the major population
centers, many economists have concluded that the agglomeration effects of large cities may
have become a major cause for growing regional disparities and social inequality, resulting
in an increasing gap between rural and urban regions [75,76].
Recent research on the emergence and the dynamics of entrepreneurial ecosystems
in peripheral regions have reached, however, a different conclusion. They see growing
economic opportunities seized by innovation-driven networks of entrepreneurs in less
urbanized areas that also result in positive social and environmental externalities [20,77,78].
9. Social Capital as the Foundation of the Action-Oriented Collaborative Culture of
Economic Ecosystems in Less Urbanized Areas in Switzerland
The thriving economic ecosystems of Monthey and Solothurn may differ substantially
in terms of historical context, institutional setting and economic structure, but they share a
collaborative culture of pragmatic and outcome-oriented action. This culture builds upon
a well-trusted and well-tried local business network that is, however, open to partnering
with actors outside the network that share a common interest and offer complementary
skills and competences.
If local professionals are asked what they appreciate most about their region, they often
praise the informal networks that do not strictly separate the private from the professional
life. “Here, we know each other well” is a sentence often heard [35,38]. Knowing each
other well in terms of weaknesses and strengths may save a lot of transaction costs. Once
there is a new task to be accomplished, the entrepreneurs who run one of the local, mostly
family-owned firms, must quickly decide if there are sufficient internal resources to cope
with the challenge, or if there is a need to acquire expertise from the outside. In this context,
they have established a routine in quickly identifying who could be a suitable partner
in the region to address a specific task, challenge or problem, or to seize on a business
opportunity.
The entrepreneurial orientation and the effective resource orchestration enables these
responsive and resilient family firms to quickly tap into knowledge and know-how [79], not
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just from the personally known professionals, but also from the knowledge pool existing
within nearby local firms, as well was the network of firms in which these local firms
operate globally. In other words, it provides them with considerable access to decentralized
resources in the region and beyond. The knowledge about the competences of the different
stakeholders in the region reduces the search costs substantially. In other words, they
follow the transaction cost approach of the theory of the firm as developed by Ronald
Coase [80].
However, tapping into all these locally available resources is expected to be based
on the principles of perceived fairness and reciprocity. If one economic agent in such a
regional business network acquires the reputation of being a local free-rider who takes
advantage of everyone but does not give anything in return, this agent risks being excluded
from the positive network externalities [81]. As a result, transaction costs of the affected
economic agent may massively increase, and eventually, ruin the business. Therefore, each
individual within a firm, and each firm within a network of local firms, has a vested interest
in contributing to and nurturing a culture of effective and result-oriented collaboration,
because the benefits of being part of the network far exceed the costs [82]. In other words,
the social capital acquired through the reputation of being a reliable and competent business
partner may be as crucial as human and financial capital in regions that do not benefit
from a large pool of resources, resulting from the so-called agglomeration effects of large
cities [71].
10. Combining Bonding and Bridging Social Capital
Francis Fukuyama [83] argued that businesses in familial societies would be limited in
the expansion of their network, and, with it, the expansion of their knowledge base, because
they tend to trust their in-group (extended family network) at the expense of distrust
toward the out-group—the unknown people that do not belong to the local network. This
argument is based on the assumption that bonding social capital (trust between people “like
us”) and bridging social capital (reaching out to people “unlike us”) are mutually exclusive.
This may be true if bonding capital strongly builds upon a joint identity linked to identical
world views, ethnicity, religion or ideology. However, the bonding capital of economic
ecosystems in less urbanized areas is more based on a joint and pragmatic purpose of
getting things done and ensuring that the region and its firms prosper despite the lack
of agglomeration effects that competitors in more dense urban areas enjoy. This type of
bonding social capital does not exclude or undermine efforts to invest in bridging social
capital by linking up with institutions outside the region. If economic agents outside the
local network share a particular purpose regarding a particular challenge to be addressed,
a business opportunity to be seized or innovation to be developed, they are welcome to
join. If it serves the region and its business, bridging social capital is a complement rather
than a substitute of bonding social capital [84]. This attitude applies as much to migrants
as it applies to multinational companies that settle in the region.
Simultaneously, the local entrepreneurs are constantly on the watch regarding recent
global trends and developments within their industry and beyond. They visit international
fairs and hire consultants to survey market trends, scout for talents and evaluate the
relevance of emerging innovation. They may also set up research collaborations with firms
and universities outside their region to develop innovations that are tailored to the needs
of their customers. As such, they also become part of business-relevant digital platforms
that help overcome the problem of distance and enable them to plug into networks that
would otherwise be limited to actors that benefit from the agglomeration effects of large
cities.
11. Concluding Remarks
The current public discourse on sustainability is shaped by stakeholders in large cities
and manifests itself in many niche businesses and social activities that support sustainable
life styles, as well as events organized by cultural institutions and universities to discuss
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sustainability topics of global concern [85]. The association of sustainability with urban
life styles and premium consumer products also reveals a connection between sustainable
behavior and social status, typical for consumption-based cities throughout history [86].
The focus on praising the urban consumer for saving the planet cannot just be found in
retail marketing strategies, but also in many policy documents that promote a circular
economy. They tend to adopt terms such as “clean and green”, associated with responsible
urban dwellers who properly separate their waste so that it can be recycled easily. This
representation conceals, however, the reality that recycling work and resource recovery is
mostly “dirty” work, often carried out by migrants because it is shunned by locals [87]. This
work hardly gets any credit in the sustainability discourse because affluent urban residents
do not associate it with the terms “clean and green”, which reveals a close association
between “sustainability” and “wellness” in the urban discourse [20].
Sustainability in large cities also tends to be framed as an urban struggle in which
environmentally and socially conscious citizens protest in front of the headquarters of
multinational companies, accusing them of pursuing profit at the expense of people and
the planet [88]. This “good versus bad” narrative of sustainable development ignores
that businesses are also part of society, and that, ultimately, scalable solutions that ef-
fectively address sustainability challenges are not developed in cultural institutions or
universities, but in business [89]. In other words, it may not be urban activism, but rather
urban economic ecosystems, that enable sustainable change if the respective institutional
framework conditions encourage business investment in scalable sustainable innovation,
which generates positive externalities for society and the environment [90].
This insight suggests that the sustainability debate may have to become less focused
on urban environmental activism and consumerism and care more about innovation in
the productive sector of business, which tends to be located in the outskirts of large cities
and beyond. This sector generally also reveals a high degree of economic complexity, and
the fact that its activities are not concentrated in affluent large urban centers may also be
relevant in regard to efforts to reduce social and economic inequality [20,91].
In this paper, we selected two case studies representing Swiss economic ecosystems
in less urbanized areas to illustrate how economic complexity may emerge in small and
medium-sized towns outside the major population centers. The federalist system of
Switzerland encourages decentralized economic development. In this context, it is a great
advantage that the physical and digital infrastructure is well developed almost everywhere
in the country, and every region also has its particular cultural and natural attractions.
While the economic ecosystem of Monthey in southwestern Switzerland shows how local
SMEs continuously acquire new knowledge and know-how through the collaboration
with locally embedded multinationals, the economic ecosystem of the canton of Solothurn
reveals how local export-oriented SMEs can become export champions themselves. They
do so by building on historically grown competences and skills, while seizing opportunities
to build up global business networks. In this context, the export promotion agency of
the canton plays an important role [38]. In both cases, the growing internal economic
complexity has resulted in a successful integration of entrepreneurial migrants and the
creation of green growth through innovative and business-savvy SMEs.
The high degree of economic complexity in Switzerland as a whole manifests itself
in the fact that, for whatever specialized services, technologies or products one requires
for the execution a particular purpose, there is a Swiss-based company that may deliver
it in the quality and quantity desired, and on time. This internal economic complexity
may be linked to the need of the country to export products and services at an early stage
due to an early saturation of the small domestic market. As a result, most SMEs are quite
competitive either as suppliers of export-oriented firms or as exporters themselves. These
exports contain a high degree of embedded knowledge and are diverse and relatively low
in ubiquity, which explains why Switzerland ranks as one of the top countries in terms of
economic complexity.
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However, this high degree of economic complexity is not concentrated in large urban
clusters, but found in many unlikely places across the country. In view of the unique
historical and political context, as well as the social capital that was built up in these
economically competitive regions over decades, it is hard to replicate these success stories
of prospering economic ecosystems in less urbanized regions.
Economic regions like the city of Monthey or the canton of Solothurn may contribute
to sustainable and inclusive change in low-income countries due to return migration. Both
regions have an above-average share of migrants from low-income countries because
they often find it difficult to recruit locals for open positions. Migrants acquire skills and
competences, accumulate savings and build up their own transnational business networks.
Many of them decide to make use of their acquired resources to become investors in their
home countries, and concomitantly link their economies to a wider global network.
There are certainly many failures, frictions and other shortcomings in decentralized
economic ecosystems that have not been discussed in this paper. However, they are part of
every evolving economic ecosystem that is characterized by trial and error. Thus, this may
be the main finding of the analysis: idealistic activism and consumerism found mostly in
large urban centers may help create public awareness of sustainability challenges, but real
sustainable change may take place elsewhere. It is the result of concrete joint action with
the pragmatic purpose of getting things done. The contribution to the UN SDGs of this
action-oriented and entrepreneurial approach, found especially in more resource scarce
economic regions, should not be underestimated.
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